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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY

Reynders, Gray & Co.. Incorporated FIRM LD, NO.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.0. Box No.)

530 Fifth Avenue, 27 Floor

(Mo. and Street)

New York NY 10036-5101

[City) (Stata) {Zip Coda)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Charlton Reynders, Jr, 212-944-5700

(Area Code - Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whase opinion is contained in this Report®

McGladrey & Putlen, LLP

IName - f sndividual, siate Jast, frst, middle name)

PROCESSED

750 Third Avenue New York New York 10017
TAdchess) G (State) . tZpCode) JAN 2.2 2008
CHECK ONE: o
X Certified Public Accountant / THOMSON
[ Public Accountant JHWM

O Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

* Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant must be
supported by a statement of facts and circumstanices raliad on as the basis for the exemption, See Section 240.17a-5{e){2}

Potential persons who are to respond to the collection of information
SEC 1410 (08-02} contained in this form are not required to respond unless the form

AL A A A A

R ]

-l

A ¥ L 7 = P A A




~

CATH OR AFFIRMATION

We, Charlton Reynders, Jr. and Susan M. Bremer , swear (or affirm) that, to the best of my knowledge and belief the

accompanying financial statement and suaporting schedules pertaining to the firm of Reynders, Gray Co., Incorporated, as
of September 30, 2007, are true and correct. ! further swear (or affirm) that neither the company nor any partner, proprietor,
principal officer or director has any proprietary interest in any accounpclassified solely as that of a customer, except as
follows:

Signature

Chairman of e Board
Title
/Signature /

Senior Vice President and Chief Financial Officer
Title

1EN MARIE SCAMBIA
Notery Public, State of New York
No. 01SC4912989
Qualified in Westchester County
Commission Expires November 23, 20
his report ** containg (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
{c) Statement of Income (Loss).
(d) Statemeni ot Cash Flows.
(e) Statement of Changes in Stockholders’ Equity or Partners® or Sole Proprigtar's Capital.
{f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
{g) Computation of Net Capital
{h} Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
{i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3. )
(i) A Recanciliation, including appropriate expianation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,
{k} A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
{) An Oath or Affirmation,
{m} A copy of the SIPC Supplemental Report.
{n} A report describing any malerial inadequacies found {0 exist or found to have existed since the date of the pravious audit.
{o) Independent Auditor's Report on Internat Control

Notary Public
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“'For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

A N e Y e

E
§f



Contents

Independent Auditor's Report

Financial Statement:
Statement of Financial Condition

Notes to Statement of Financial Condition




McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

To the Board of Directors
Reynders, Gray & Co., Incorporated
New York, New York

We have audited the accompanying stalement of financial condition of Reynders, Gray & Co., Incorporated as of
September 30, 2007 that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. This financial
statement is the responsibility of the Company's management. Our responsibility is to express an opinion on this financiaf
statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit fo obtain reasonabie assurance about whether the statement
of financial condition is free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the statement of financial condition. An audit also includes assessing the accounting
principles used and significan! estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statement referred to above presents fairly, in all material respects, the financial position of
Reynders, Gray & Co., Incorporated as of September 30, 2007, in conformity with accounting principles generally

accepted in the United States of America.
%M / //of&.‘/ Lo

New York, New York
November 20, 2007

McGladrey & Pullen, LLP is a member firm of RSM Intemnational,
an affiliation of separate and independent tegal entities. 1




Reynders, Gray & Co., Incorporated

Statement of Financial Condition
September 30, 2007

ASSETS

Cash and cash equivalents
Cash segregated under federal regulations
Receivables from and deposits with clearing brokers
Receivables from brokerage correspondents
Secured demand notes receivable (market value of collateral $2,897,095)
Prepaid research expenses
Furniture, equipment and leasehold improvements
(net of accumulated depreciation of $287,851)
Other assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Accrued research payables
Accounts payable and accrued expenses
Commissions payable
Payable to brokers and dealers

Subordinated Liabilities

Stockholders' equity:
Common stock, no par value, 200 shares authorized, 127 shares Issued
Additional paid-in capital
Retained eamnings
Less stock held in treasury-12 shares, at cost

Less receivable from parent

Total stockholders' equity

See Notes 1o Statement of Financial Condition.

127
1,161,762
1,173,469

(254,763)

2,080,585
(1,725,740)

$ 397,251
506,933
540,076

86,142
675,000
131,993

68,877

55,141

$ 2,461,413

$ 939,757
297,270
91,225

103,316

1,431,568

675,000

354,845

$ 2,461,413




Reynders, Gray & Co., Incorporated

Notes to Statement of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies

Nature of business: Reynders, Gray & Co., Incorporated (‘the Company”) is an 89% owned subsidiary of Reynders, Gray
Holdings, Incorporated (“the Parent®). The Company is a registered broker-dealer in securities under the Securities
Exchange Act of 1934 and is registered with the Securities and Exchange Commission {“SEC"). The Company is
regulated by the Financial Industry Regulatory Authority (“FINRA"), and is a member of the New York Stock Exchange
and Archipelago (*NYSE"/ARCA”), the National Asscciation of Securities Dealers (*NASD") and the American Stock
Exchange (“ASE”).

The Company operates under the provisions of Paragraph (k)(2)(ii) of rule 15¢3-3 of the Security and Exchange Act of
1934 and, accordingly, is exempt from the remaining provisions of the rule. Essentially, the requirements of Paragraph
(k}2)(ii) provide that the Company clear all transactions on behalf of customers on a fully disclosed basis with a clearing
broker-dealer and promptly transmit all customer funds and securities to the clearing broker-dealer. The clearing broker-
dealer carries all the accounts of the customers and maintains and preserves all related books and records as are
customarily kept by a clearing broker-dealer.

A summary of the Gompany's significant accounting policies follows:

Depreciation: Furniture and equipment is recorded at cost and is depreciated on a straight-line basis using estimated
useful lives of five to seven years. Leasehold improvements are recorded al cost and amortized on a straight-line basis
cver the lesser of the economic useful life of the improvement or the lerm of the lease.

Securities transactions: Proprietary securities transactions are recorded on trade date.

Centain commissions are related to sofi-doliar arrangements. These arrangements require expenditures related to
research and other services to customers in return for these commissions. At September 30, 2007, there was
approximately $940,000 included in liabilities for research payables related to expendilures for these soft-dollar
arrangements.

Use of estimates: The preparation of financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements in accordance with accounting principles generally accepled in the United States of America and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Note 2. Cash Segregated Under Federal Regulations

In connection with the Company’s soft dollar arrangements, cash in the amount of $506,933 has been segregated in a
special reserve bank account for the exclusive benefit of certain advisors under interpretations relating to Securities and
Exchange Commission Rule 15¢3-3.

Note 3. Related Parties

The receivable from the Parent in the statement of financial condition represents the net balance due to the Company as
a resull of various intercompany transaclions and for financial accounting purposes has been classified as a component

of stockholders' equity, similar to a distribution.

Subordinated loans (Note 6), tolaling $675,000 are from a shareholder of the Company, a shareholder of the Parent, and
a key employee of the Company.




Reynders, Gray & Co., Incorporated

Notes to Statement of Financial Condition

Note 4. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital rule (rule 15¢3-1), which
requires the maintenance of minimum net capital and requires thal the ratio of aggregate indebtedness to net capital, both
as defined, shall not exceed 1516 1. The rule also provides that equity capital may not be withdrawn or cash dividends
paid if the resulting net capital ratio would exceed 10 to 1. At September 30, 2007, the Company had net capital of
$754,153 which was $504,153 above its required net capital of $250,000. The Company's net capital ratio was 2.1 to 1.

Note 5. Commitments and Contingencies
The Parent provides the Company with its office space under the terms of a cost sharing agreement.
Note 6. Subordinated Liabilities

The Company’s outstanding subordinated liabilities are pursuant to Equity Secured Demand Note Collateral Agreements,
approved by FINRA, and consisted of the following at September 30, 2007:

Amount Interest
Outstanding Rate Maturity
$ 300,000 5% November 30, 2007
125,000 5% September 30, 2008
250,000 8% October 31, 2008
$ 675,000

These loans are available to the Company in computing its net capital pursuant to rule 15¢3-1 under the Securities
Exchange Act of 1934. The loans have a Roll-over Agreement in place, under which the agreement is only cancelable
with thirteen months prior written notification to the Company and the NYSE. To the extent that such borrowings should
be required for the Company’s continued compliance with minimum net capital requirements, they may not be repaid. No
notices were received with respect to the above loans, accordingly, the loans will automatically roll-over for an additional
year.

The Company has the right to utilize the collateral, consisting of cash and marketable securities, to the extent of the
amount of the secured demand note receivable, to obtain financing for its business. Such collateral is held at the
Company's clearing broker.

Note 7. Financial Instruments With Off-Balance-Sheet Risk and Concentration of Credit Risk

As a securities broker, the Company is engaged in various brokerage activities servicing a diverse group of domestic
corporations, institutional and individual investors and other brokers and dealers. The Company executes these
transactions and introduces them tor ¢learance to ancther NYSE member firm on a tully disclosed basis. The Company’s
exposure to credit risk associated with nonperformance of these customers in fulfilling their contraclual obligations
pursuant to securities transactions can be directly impacted by volatile trading markets, which may impair the customers’
ability to satisfy their obligations.

The Company seeks to minimize this risk through procedures designed to monitor the credit worthiness of its customers
and that customer transactions are executed properly by the clearing broker-dealer.

Cash is on deposit with a money-center bank, and at times may exceed depository insurance limits,
4
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Reynders, Gray & Co., Incorporated

Notes to Statement of Financial Condition

Note 8. Defined Contribution Plan

The Company provides a 401(k} plan (‘the Plan”) for all full-time employees with at least six months of service.
Employees may elect to invest from 1% to 11% of their gross pay, up to a maximum amount established by the Internal
Revenue Service. The Company matches the employees’ contribution in full and the matched contribution vest
immediately.



